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2002* % Change

Results

Net sales $ 4,420.5 6.7%
Cast of goods sold 3.,708.0 8.9
Gross margin™ 7125 5.6
Operaling expenses {excluding cost of goods sold)™" 623.2 48

Group operating income before depreciation
and goodwill amortization (EBITDA} 154.6 55

EBITA 106.9 9.3
EBIT (Group operating income) 89.3 10.6
Net income available to common shareholders 24.2 74.2
Earnings per share excluding goodwill amortization 1.44 44.4
Eamings per common share - 0.83 747
Net cash flow from operating activities 97.5 (27.9)

Investments

Total investments in fixed assets (17.5)
Average capital employed 5.9
Cash flow return on investment (CFROI) —

Distribution of net income

Dividend:
Cumulative financing preference shares
Common shares

Equity and financing

Stockholders’ equity (before dividend to common shareholders)
Long-term debt

Net debt

Ratios

Current assets : Current liabilities

EBITA : Net sales (%)

Net debt : EBITDA

Interest coverage {(EBITDA : Net inte}est)
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Profile

Univar NLV. (Euronext Amsterdam: UNIVRY) is one of the world's teading independent distributors of industrial chemicals and
providers of related specialty services. operating throughout both North America and Eurape. Univar endeavors 1o service its
customer base, made up of some 250,000 industrial end-users, with a full portfolio of products. The majority are commodities
the company huys in bulk, then processes, blends and repacks 1o meet the diverse requirements of the industries we serve.
Others are spacialties—purchasad, pre-packaged and soid on a technical basis, usually under a manufacturer's own brand.
As well as differentiating ourselves through our vast product offering. Univar also provides a number of retated services,
both to its cuslomers and suppliers, such as blending, managing cusiomer invenicries, packaging, labsling, warehouse
management, waste management, technicat support and managing vendor reduction programs. Univar operates a network
of 166 distribution centers, spread across the United States. Canada and 14 Eurcpean countries. In 2003, Univar generated
nel sales of $4.7 billien and eamings before interest, taxes and goodwill amortization (EBITA) of $117.0 million. Univar has
approximately 6,800 employeas based throughou! North America and Europe. The company’s registerad office is in Rotterdam,
the Netherands, with administrative suppaort offices in Bellevue, Washington, USA, and Bradtord, England, UK.
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Overview of Univar N.V.

Univar N.V. is one of the world's leading independent indus-
trial chemica! distributors, with operations throughout North
America and Europe. The company also provides specialty
distribution services in selected market segments. Univar
N.V. comprises three distinct business units that serve three
broad geographic regions: Univar USA. Univar Canada and

Univar Europe, the latter operating in 14 European countries.

In 2003, Univar USA accounted for 50% of total Univar N.V.
revenues; Univar Canada, 18%; and Univar Europe, 34%.

Univar purchases thousands of different chemical products
in bulk quantities from the leading international producers.

processes and repackages them in quantities that are
matched to the needs of customers, and then sells and
delivers them to some 250,000 industrial end-users.
Large-volume purchases are transported to Univar, or
sometimes directly to its customers, by barge. truck, railcar
or tank car. Univar's product range includes commodity
chemicals, which are sold as generic products to a wide
range of customers, and specialty chemicals, which are
mainly sold under the producer's prand name for specific
applications and to specific industries. Major end-use
markets include food and beverage, pharmaceuticals,
personal care, compounding, polymers. electronics,

EUROPE

34%

CANADA
16%

USA
50%

Univar N.V. Revenues

—-—




chemical manufacturing, crop protection, forestry, mining,
ol and gas. coatings/inks/adhesives, water treatment and
pest control. In addition, Univar provides a number of related
services to its customers, such as blending of chemicals,
waste management, managing customer inventories,
providing technical support, and packaging and [abeling.
Chemical distributors such as Univar are able to perform
these types of services at lower cost than manufacturers.

Univar operates an extensive network of 166" distribution
centers, spread across the United States, Canada and
Europe (84 in the US, 25 in Canada and 57 in Europe).

In this way, Univar provides producers with an efficient
distribution channel! to the less-than-car/truck-load market
for a broad assortment of chemical products in medium or
small sizes, both packaged and unpackaged. In addition to
its broad geographic coverage, Univar also offers producers
in-depth information on the marketplace and a knowledgeable
sales force with a focus on specific industries. The customers
served by chemical distributors fike Univar represent a wide
spectrum of the manufacturing sector. The availability of
products from different producers, the range of quantities and
packages (from very small to very large) and the possibility
of having these products delivered on a reliable, just-in-time
basis are all strengths of distributors. In addition, Univar's
expertise benefits customers in complying with complex
environmental and regulatory requirements.

Products are transported from Univar's faciiities to end-users
via third parties or Univar's own fleet of over 1.800 trucks,
trailers and tank trucks. The majority of products are stored
in a Univar distribution center before being transported to
the customer. Some, however, are transported directly to the
customer from the producer.

Chemical distributors such as Univar therefore offer a range
of services fo both chemical suppliers and customers. This
role as intermediary between supplier and customer is
becoming a stronger one, in particular due to recent trends in
the chemical distribution industry, like outsourcing by chemical
producers and an increasing need for supply chain efficiency.

In 2003, Univar generated net sales of $4.7 billion and
earnings before interest, taxes and goadwill amortization of
$117.0 million. Univar has approximately 6 800 employees
based throughout North America and Europe. The company’s
registered office is in Rotterdam, the Netherlands, with
administrative support offices in Bellevue, Washington, in the
United States, and Bradford. England, in the United Kingdom.

Univar shares (UNIVR) are traded on the Euronext stock
exchange in Amsterdam.

“in 2003, Univar closed 11 US distribution facilities in connection with the company’s.
aetwark aptimization stiatagy, did not open any naw facilities and reclassified 25
Protessional Products & Services facilities and 5 other facilities.
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1991

Univar Eurcpe has
emprged over the
Iasi two gecades
through
fion of & nur
of well-ostablished
regional distribution
companies. Tha
Process vegan in
1991, when Univar
acquired the micat
disinbuiion interests
ot the Swedish Beiler
Groug (Beijer indus-
tial Distribution),
serving the UK. the
Norgic countries,
Switzarland and laty

5 1ggg

Royal Pakhoed
acquired Lambar-
Rivigre, a French
company covering
France, Spain,
Foriugal and [taly.

1 49gg

Royal ffakhoed
purchased the
remaining shares in
Univar and combineg
Univar's European
aparations with those
of Lampern-Rividre.

-5 199g
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merged with its majer
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distribution
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Vopak acquired £Ellis
rard, combining
UK and
fegland operations
with Vopak Distribu-
tion Eurape, and the
E&E North Arnerican
business with the
fenmer Univar US
aperations.

2002

Ali chemical
distrinution assets
were split off from
Royai Vopak. Univar
was reastablished
as an independent
company and a
world teader in

the distribution of
chemicals to industry.




Information for Shareholders
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Mareh 12, 2004 Announcement of full-year results and dividend proposal for 2003
May 6, 2004 Annual General Meating

May 7, 2004 Dividend record date

May 10, 2004 Ex-dividend date

May 19, 2004 Dividend payment date

August 27, 2004 Announcement of interim results for the first half of 2004

March 17, 2005 Announcement of full-year results and dividend proposal for 2004
May 3, 2005 Annual General Meeting

Dividend Policy
Univar's dividend policy is to distribute annually 20 to 30 percent of its net income excluding extraordinary items and after
dividends on its cumulative financing preference shares, subject to compliance with applicable financial covenants.

Relative Performance: Univar N.V.
Waekly closing pace versus Amsterdam MidCap Index
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2003 2002 % Change
Net sales 5 162.32 $151.93 6.8%
. Net income available to common shareholders 1.45 0.83 74.7
Net cash flow from operating activities 2.42 3.35 (27.8)
Total assets 75.63 71.73 5.4
Stockholders' equity 24.44 21.83 12.0
Dividend £(.29 (30.38)"" €0.19 ($0.20) 52.6
Payout ratia 25% 24% N/A
Number of shares outstanding:
Weighted average 29,082,090 29,098,414
At December 31 28,993,443 29,096,414

* Certain items Ueemed (0 be exiracrdinary in 2002 have heen ceclassified (o nef sales and operating expenses, with the refated fax effect bieirg reported m income taxes, in

accordance with the Accourting Princigtes Gonerally Accepled in the Netherlands
“* Proposed.

Disclosure of Major Shareholdings

Under the Disciosure of Major Holdings in Listed Companies Act (“Act”), a notification must be made to the Securities Board
of the Netheriands (Autoriteit Financigle Markten or “AFM") when a person, directly or indirectly, engages in a transaction

to acquire or dispose of capital or voting rights, ot rights to acquire capital or voting rights, of a listed Dutch company and
the transaction crosses certain bandwidths. Because the Act does nol reguire that all transactions be notified to the AFM,
information reported on the AFM's public database (www.autoriteit-fm.nl) may not be accurate after the date of notification.
At December 31, 2003, the AFM's public database disclosed the following information:

Shareholder

Total Shareholding'

Voting Rights? Disclosed At:

HAL Holding N.V 2

Ducatus N.V,

AVIVA plc

ING Groep N.V.

Dexia S.A.

Stichting Administratiekantoor Financieringspreferente aandelen Univar?

46.49% 32.75% 01 July 2002
5.95% 6.95% 01 July 2002
6.37% 6.37% 01 Juty 2002
5.49% 5.49% 01 July 2002
4.88% 4.88% 21 May 2003

] 29.74% 01 July 2002

t NumBer ot common shares and depositary receipis tor cumulalive tinancing preference shares divided by total number of common shares and deposilary receipts for cumulative

financing preference shares ourstanging.

shiares outstanding:

the company by HAL Holding, and may ditfer from the figure shown in the AFM's public database.

< The Stichting Univar nas an indirect, potential sharehalding as describert on pages 58-55.

Numbar of comman shares and cumulative financing preference shares outstanding, or voting rights, divided by towal number of common shares and cumulative tinancing preterence

As noted above. the shareholdings. as reparied © the AFM may not be accurate alter the initial gate of reporting. HAL Holding N V.'s totai sharehofding as shown was reporntod directly o

USA

SELGIUM %

1%
UK

OTHER 1%

5%
NETHERLANOS
74%

Geographical Distribution of Univar Shareholdings
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} am pleased to report to you on a very challenging and
volatile 2003, Univar's first full year doing business since
re-emerging as an entirely independent public company.
Going into the year, concarmns over the impending lrag War
and an uncooperative sconomy tempered any optimism we
might have had for a particularly strong performance in
2003. While, in our view, long-term prospects offered
promise, the near-term outlook for fiscal year 2003 was
clouded with sufficient political and economic uncertainty
to threaten our ability to improve performance over prior
year levels. As events played out on the world stage, this
concern was validated. Indeed, we encountered the

expected market disruption and continuing economic
stagnation, which impacted our ability to achieve significant
sales growth. It is a testament to the skill and perseverance
of Univar's'managers and front-line employees that we
were able to successfully navigate through this uncertain
environment, and despite the lack of satistactory top-line
growth deliver a net income improvement of 74% for our
shareholders.

2003 Results
For the year 2003, Univar reported revenues of $4.7 billion
compared with $4.4 billion in 2002, an increase of 6.7%. On
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Gary E, Pruitt
Chairman, Executive Board and Chiet Executive Officer

a currency-neutrat basis, sales decreased by 1.2%.
Improved European and Canadian revenues combined
with flat revenues in the US, with the overall soft sales
growth attributable this year (as in 2002) to economic
stagnation in our markets that was particularly acute in
the manufacturing sector. Gross margins declined slightly,
reflecting a price-sensitive selling environment as well as
minor changes in product mix. We repeated last ygar's
success in cosl-containment, with the increase in the
operating expense ratio attributable primarily to currency
movements and underperformance in revenue generation.
In fact, cost-containment efforts were sufficiently effective
to absorb approximately $31 million of largely uncontroliable
cost increases related to pensions, insurance and a iabor
disruption at the company’s facility in Providence, Rhode
island (USA). EBITA (earnings before interest, taxes and
goodwill amortization) increased t¢ $117.0 million from
$106.9 miltion a year ago. Consolidated net income was
$44.4 million compared with $25.9 million in 2002.

Net income avallable to common shareholders increased
74%, 10 $42.2 million in 2003 compared with $24.2 million
in 2002.

Our EBITA performance of $117.0 million surpassed
guidance provided at the beginning and at mid-year 2003,
at which time we reported that we expected to meet 2002's
EBITA of $1086.9 million. Given the circumstance of our
operating environment, we consider exceeding last year's
results to be a significant accomplishment, reflecting
fundamental underlying performance impravement.

In addition to reported earnings, one metric in particular

that your management focuses on internally is cash fiow,
because it is cash flow that, we believe, measures the true
economic value of a business such as Univar to our common
shareholders. For 2003, Univar recorded net cash flow from
operating activities of $70.3 miltion, or $2.42 per share.

Industry Issues Transcend Economy

Univar's performance has been significantly affected by

the global economic slowdown of the past several years.
While we anticipate stronger financial resuits in 2004, to the
extent the economic environment improves in our markets,
suslained performance improvement is contingent upon
successfully navigating through the kind of fundamental
step-change | am confident is permeating the chemical
industry today. This evolution will be comprehensive in that
it will affect the basic parinership model for how chemical
producers and distributors interrelate, and it will drive a
reduction in the substantial redundancy present throughout
the chemical supply chain today. We at Univar must ensure
that this progression also involves the necessary productivity
enhancements within our organization.

Currently, on a global basis Univar competes with weall in
excess of 1,600 other chemical distributors, who, for the most
part, are experiencing flat to declining revenue growth. The
vast majority of participants in the chemical distribution arena
are unable to return their cost of capital.

Structural changes in the broader economy continue to
squeeze margins and exacerbate competitive pressures for
chemical distributors. For example, our products are being
commoditized to a large extent, such that even products
we consider specialties today are becoming more commod-
ity-like every year. In many of our key industry segments,
customers are abandoning the market and moving their
manufacturing facilities to fower-cost geographies. These
frends increase customers’ economic power in the market-
place, leaving distributors to compete for market share in a
low-margin, low-growth environment.

Without doubt, there are too many distributors chasing a
mature market.

Clearly, this circumstance demonstrates the industry is

ripe for consolidation—indeed, consolidation of the chemi-
cal distribution industry has been predicted for the past two
decades——but it has yet to occur because, for the most part,
chemical distribution acquisitions are challenged to earn a
fair return on investment. This is the case, in pan, because
there are already too many duplicative and underutilized
assets on the ground. Larger distributors, who are the most
likely candidates to lead the consolidation, are seeking to
reduce their asset bases, not increase them. So, while it has
been long believed that market forces would compel chemi-
cal distributors to drive industry consolidation, in reality, cold
hard economic facts prevent distributors alone from being
the driving force.

Though it may seem | am painting a bleak and dour picture
of the future for chemical distribution generally. and Univar
in particular, nothing could be further from the truth. For it

is in just such an environment. where the current market
condition makes succassful participation untenable in the
long term, that there is enormous opportunity for those with
the resources, discipline and foresight to take advantage of
the forces of change that inevitably must accur. That is why,
despite what | consider to be Univar's unsatisfactory financial
performance over the recent past, while we have wrestied
bothinternally and externally with these challenging market
and productivity issues, | am extremely optimistic about our
longer-term prospects for substantial improvement. Loaking
at our situation in the current circumstance, one can be only
buoyed by the possibilities.
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Distributor and Producer Interests Intertwined

As we in the chemical distribution industry go through the
necessary self-examination to understand the magnitude

of change that will be required to remain competitive and
financially viable in the business environment of 2004

and beyond, we have an important ally—our chemical
producer partners. Virtually all of the same competitive and
economic pressures we face as chemical distributors are also
present i the world of the chemical producer. Fundamental
econamic pressures will drive producer strategies aimed at
delivering the low-cost-to-serve model, which should result in
mare product moving thraugh distribution as producers seek
outsourcing as a means of streamlining the supply chain.
Furthermore, compeltition from suppliers in developing
economies will increase, putting even more pressure on
producers for further production and supply chain cost
reductions to remain competitive in the face of challenges
from lower-cast economies.

In this environment. producers and distributors inavitably
will be driven closer together, forming genuine strategic
alliances to jointly tackle our common problem: a high-cost
structure in a low-growth environment. Such alliances will
allow participants to engage in strategies that will improve
capacity utilization, reduce redundant inventories, simplify
pricing, create more efficient freight movements and integrate
IT networks. In this context, to be effective in dealing with
the real business issues that today unnecessarily drive up
costs, these alliances will need to include refationships
based on trust and open communication. Distributors will
reduce the number of producers whom they represent and
producers will significantly pare their number of authorized
distributors from hundreds to a very few strategic partners.
Amongst both the producer and distributor communities
there will be winners and losers in this process. We are
convinced that Univar is extremely well placed—perhaps
best placed—to be a significant beneficiary of the changes
that fie ahead.

We believe that'a number of key strengths combine to
make Univar the unquestioned distributor of choice as our
producer partners seek to create alliances that will deliver
low-cost-to-serve environments:

+ Clear and resolved ownership structure, with an unwaver-
ing commitment through alf levels of the organization to
advance our position as an unmistakable leader in the
chemical distribution industry

» Long-serving and experienced management team capable
of praviding the vision and direction necessary 10 embrace
the challenges of achiaving fundamental change to our
business model

* Comprehensive distribution network throughout North
America and key markets in western Europe that provides
critical mass and strategic points of presence 1o success-
fully engage with our producer partners in effective supply
chain cost reduction programs

» Industry-leading IT platform that creates the framework
for strategic integration with partner systems to seamlessly
build virtual alliances, enabling a shared services and
asset environment

« Healthy balance sheet providing the resources to develop
the necessary infrastructure to grow with our customers
and supplier partners into emerging markets in Asia,
eastern Europe and Latin America

Front-and-Center Strategic Focus

Cur immediate challenge is to do our part over the next
several years to ensure Univar is accomplishing everything
possible, within areas we can control, to maximize our own
cost efficiencies and drive market share growth. Through
these efforts we will be both warking to improve near-term
profitability and striving to enhance our desirability as a strate-
gic alliance partner to the world’s leading chemical producers.

With these objectives in mind, our primary strategic focus
over the next several years will be as follows:

1) To increase market share, primarily organically, by
focusing on targeted growth industries, but aiso through
selective acquisitions and strategic alliances, seeking
the number one or number two position in afl markets
where we compete.

One of the strategic advantages of being a distributor is our
abifity to migrate over time with changes in the market. As
industries such as textifes, furniture manufacturing and
electronics have moved from our markets to lower-cost
environments, we have re-focused our sales and marketing
activities throughout 2003 to concentrate on industries with
growth potential in North America and Europe, such as food,
pharmaceuticals, energy and personal care, New, dedicated
food marketing groups have been created in both North
America and Europe, and the know-how of the highly
successful North American energy group has been effectively
transferred to our European operations. in the UK, a recent
reorganization of the business is focused on enhancing our
already significant position in the personal care market. And
in ltaly we completed an opportunistic acquisition of the Basic
Chemicals and Water Treatment Products division of Guido
Tazzelti & C.S.p.A. This purchase creates for Univar a
market-leading posture in ltaly with strong positions in both
commodity and specialty chemical products.
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2) To continue focusing on network optimization
activities with the goal of achieving cost-advantaged
positions throughout all markets served,

During 2003, we began the process of network optimization
in earnest, particularly focusing on those markets—the US,
UK and France—where critical mass and existing infrastruc-
ture have the potential to yield the greatest result. Our goal
is to maximize the productivity of our distribution network

by concentrating inventories and the work activities related
to providing value-added services, such as packaging and
blending, at our larger core facilities. This network configura-
tiort allows Univar to improve service to our customers while
lowering overall investment in working capital. In Europe, the
foundation has been laid for similar optimization activities in
the UK and France through a business unit reorganization

in the UK and the consolidation in France of three separate
companies into a single organization, Network optimization is
a never-ending continuous improvement process. it is slow,
painstaking work, particularly in the beginning, because it is
vital to ensure that optimization activities are accomplished
without adversely affecting customer service.

3) To enhance gross margin dollar growth by providing
new fee-for-service marketing and logistic services to
our producer partners.

An important activity begun in 2003 is to consider and
prepare for the kinds of value-added logistic and marketing
services our producer partners will value in future alliance
relationships. From a logistics standpoint, this consideration
is foremost as we go about the process of network optimiza-
tion. In the marketing arena, we continue to refine our unique
e-commerce busingss mode!l, ChemPoint.com™ which offers
the polential for a wide variety of highly efficient services.
performed with full transparency for producers to market
information. These marketing initiatives can be highly
customnized. turnkey or a la carte, and performed in the
traditional “take-title” distribution model or on a “fee-for-
service” outsourced basis.

4) To drive future growth by establishing meaningful
positions in (lower-cost) emerging markets such as Asia
and eastern Europe, where manufacturing is clearly
migrating.

Unguestionably, over the past several years many of our
customers in select industry segments have elected to
abandon operations in the mature markets we serve

and relocate their manufacturing facilities ta lower-cost
environments in Asia and eastern Europe. While Univar
continues o hold an absolute commitment 1o growing share
in our North American and western European markeis,

in 2003 we also resolved to begin the process of following
our customers and producer partners to these emerging
growth areas. We currently have people on the ground
conducting exploratory activities in both China and Poland.
Over the next several years, it is our intent 1o provide the
necessary resources to develop these efforts into full-service
chemical distribution activities, as circumstances and market
opportunities dictate.

L.ooking Ahead

We have every expectation that 2004 will be a betler year
than we have experienced for some time. particularly since
alt fundamentals point to an improving economy throughout
the markets we serve.

In eonclusion, | wish to thank the management and
employees of Univar for their outstanding efforts under very
difficult circumstances throughout this past year. Cur results
for 2003, while not nearly what any of us would have hoped
for, are an achievement given the environment in which we
operated. Mare importantly, { am confident that this past year
has set the stage for accomplishing many of the long-term
fundamental business improvements necessary {o attain the
kind of suslainable financial performance both we and our
shareholders expect from Univar.

To our shareholders, thank you for your continued support.

Sincerely,

/<%«7 K/Zw«/f/

Chairman, Executive Board and Chief Executive Officer

Rotterdam, March 11, 2004




%)

Report of the Supervisory Board

We are pleased to submit this second Report of the
Supervisory Board of Univar N.V.

Annual Accounts

The Executive Board prepared its management report, the
annual accounts, the profit and loss account, and the balance
sheet for fiscal 2003, together with explanatory notes.

We have taken note of the report and statement of the
company’s external auditor, as referred to in Article 26 of the
company’s Atticles of Association, which we have discussed
with them.

We approved the 2003 annual accounts on March 11, 2004,
while we also approved the amount of profits reserved by the
Executive Board after the distribution of the dividend on the
cumulative financing preference shares. We also recommend
the payment of a dividend on the cornmon shares. Taking
the audit report into account, we signed the 2003 annual
accounts. We propose that the Annual General Meeting

of Shareholders (1) adopt the annual accounts, as set out

in the annual report, (2) approve a dividend payable on the
commaon stock of €0.29 ($0.36) per common share, (3) grant
discharge to the members of (a) the Executive Board and

(b) the Supervisory Board, with respect to their management
and activities conducted in the 2003 financial year and
supervision, respectively, and (4) approve, pursuant to
Section 391 of Book 2 of the Civil Code. the filing of the
annual report in English for subsequent years. {English
would become the controlling language, but the annual report
would continue to be published in both English and Dutch.}

Activities

Our Board held six meetings during 2003. These meetings
were attended by the Executive Board and other managers
of the company, except where management performance
was discussed. Four of the meetings were held in the
Netherlands, one meeting was held at a major company
facility at Bedford Park, Hlinois, USA, and one at the Univar
facility in Middlesbrough, England, UK.

The supervision-of the Executive Beard included a review
of the achievement of the company’s objectives. the strategy
and risks of the business, internal risk management and
control systems, the financial reporting process, and
compliance with laws and regulations. Imporiant topics

of the meetings included US, Canadian and European
operations, budgets and financial perfarmance, corporate
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governance matters (including a review of proposed
corporate governance legislation in the Netherlands),
major litigation, consideration of several acquisitions,
capital structure of the company and financing options,
business improvement and cost containment initiatives,
safety, health and environment activities, and approval of a
Code of Conduct. From lime 1o time, the Board requested
additional information from the Executive Board. and all
requested information was provided forthwith.

The Board discussed its own functioning and that of its
individual members. n addition, the Board discussed, without
the Executive Board being present, the functioning of the
Executive Board as an organ and the performance of the
individual members.

Corporate Governance

The Board reviewed the company’s compliance with the

new Corporate Govemnance Code and met with the Executive
Board to identify potential areas of deviation from the Code's
best practice provisions. During 2004, the Board will work
with the Executive Board to review and implement the
requirements of the Code.

Audit Committee

The Audit Committee, comprising Messrs. van der Vorm,
Bobillier and Sharman, met three times in the presence

of the external auditors and corporate staff, with the financial
management and centrol of the company discussed
extensively. The Audit Committee received a report from
the General Counsel concerning corporate governance
and legal compliance. During the year. it directed company
management in the selection process for externa! auditors,
which resulted in the April 2003 appointment of Emst &
Young. It reviewed and approved the financial statements
of the company for the twelve manths ended December 31,
2002, and the six months ended June 30, 2003, and
discussed same with company management and the
external auditors. The Audit Committee reviewed the
company’s Cade of Conduct and the implications of full
adoption of International Accounting Standards. It partici-
pated in discussions regarding the setup, role and functions
of the company's internal audit department.

Remuneration Committee '
The Remuneration Commitiee, comprising Messrs. de Ruiter
and van der Vorm, met twice. The Committes reviewed

the corporation's slock option plan and the remuneration

of the Executive Board members.

it is the Supervisory Board's policy to structure the
terms of contracts with Executive Board membaers to
promote the long-term interests of the company. The

members of the Executive Board are entitled to both
variable and non-variable remuneration. There was no
change in the non-variable remuneration components
in 2003.

The members of the Executive Board are entitled to variable
compensation consisting of an annual performance bonus
and stack options. The annual bonus opportunity is a function
of profitability, and may be adjusted up or down dependent on
personal performance and non-financial objectives achieved.

The Executive Board members received conditional stock
options and no unconditional stock options. The exercise
price was the closing market price of the company’s stock
at the time of the grant. The options are not exercisable
for a period of three years and then only if the market price
exceeds two times the grant price. Neither the exercise
price nor any conditions of previously granted options
were modified.

Appointments

Mr. J. Holshoer was elected to the Executive Board at the
Annual General Meeting of Sharsholders on April 25, 2008,
replacing Mr. . Runderkamp. who chose to resign.

Mr. P. H. Vogtlander was efected as a fifth member of the
Supervisory Board at the Annual General Meeting on
April 25, 2003.

Mr. H. de Ruiter, having reached the age of 70, has
announced his decision to retire, to be effective as of the
adjournment of the Annual General Meeting of Shareholders
on May 6, 2004. The Supervisory Board wishes 1o extend

its greatest appreciation to Mr. de Ruiter for his invaluable
efforts in assisting in the founding of Univar and setting

its course as a public company.

Mr. P. H. Vogtidnder has been efected to repface Mr. de Ruiter
as Chairman of the Supervisory Board.

No Supervisory Board member lerms expire in 2004,
Rotterdam, March 11, 2004

Supervisory Board
H. de Ruiter, Chairman
Y. Bobillier

G. J. Sharman

M. van der Vorm

P. H. Vogtiénder




Qverview

Despite facing significant economic challenges in markets
served by the company during the year, Univar reported
improved financial resuits in 2003, exceeding its guidance
announced a year ago: for 2003 EBITA to equal that of
2002. The company overcame largely uncontroliable yet
expected expense increases for pensions and insurance,
and for an unanticipated labor problem in the US, all totalling
approximately $31 million. Achieving this result confirms
fundamental operating improvement in our business. The
recessionary economy of western Europe and the stagnant

aconomy in the US provided a low-to-no-growth environment.
A mostly strong economy in Canada, particularly in the west,
and outstanding results in our agriculture business, fed to
record sales and profit performance in Canada. Univar N.V.'s
overall EBITA improvement came mainly from higher sales
revenues and the associated additional gross margin dollars,
which offset the higher expenses noted above. As shownin
the following table, essentially all of the net increase in sales
and gross margin, and much of the increase in operating
expenses, was attributable to fareign currency movements.
in addition, the company achieved & significant reduction in
its sffective income tax rate. Univar has again, as in 2002,
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reported an improvement in net income available to common
shareholders, with an increase of 74.2% over 2002.

Highlights

For the year 2003, Univar recorded sales of $4,717.4
million, an increase of 6.7% from $4,420.5 million in 2002.
On a currency-neutral basis, sales decreased by 1.2%.
The company reported net income available to common
shareholders of $42.2 million compared with $§24.2 million
the previous year. Earmings per commeon share after taxes
for 2003 were $1.45 compared to $0.83 in 2002.

EBITA increased to $117.0 million in 2003 from $106.9
million in 2002, despite increases in certain expenses.
These incremental expenses included costs associated with
an employee strike in Providence, Rhode Island, insurance
costs significantly increased over 2002, and pension casts
that were substantially higher than last year.

Dividends on cumulative financing preference shares amount-
ed to $2.2 million, or $0.17 per financing preference share.

Market Environment

The chemical distribution industry in 2003 continued to be
challenged by a variety of facters. The industry was burdened
with overcapacity for most of 2003 and chemical demand
was generally soft. Wholesale deflation affected the prices of
many chemical products in Univar's sales mix. The market for
our products contracted primarily due to lower manufacturing
activity and customer relocation from Univar's markets in

the US and western Europe to lower-cost economies. High
energy costs in the US and Canada impacted product
availability and pricing. Concurrently, the Canadian economy
showed sotid signs of recovery except in the east, Margins
were under pressure as the combination of overcapacity,

soft demand and- product pricing issues created a highly
competitive environment.

Qutiook

Based on the operating improvements of the past year,
Univar believes it is well positioned to improve its
performance in 2004, dependent upon a variety of factors
impacting the external environment. The company’s actual
results are dependent to a large degree on continued

2003 2002* % Change % Change
{actual} (currency-neutral)
Net sales $4.717.4 $4,420.5 6.7% (1.2%)
Gross margin 752.1 7125 5.6 (2.2}
Operating expenses (excluding cost of goods sotd) 653.3 623.2 4.8 2.7
Group operating income before depreciation '
and goodwill amortization {EBITDA) 163.1 154.6 5.5 (3.2}
Group operating income before goodwill amontization
(EBITA) : 117.0 106.9 9.3 0.3
EBITA margin (EBITA : Net sales) 2.5% 2.4% — —
Net income available to common shareholders 422 242 74.2 67.7
Earnings per common share 1.45 0.83 74.7 67.7

" Certain Rems deomad to b2 extraordinary in 2002 have been reciassitied to nel sales and operaling expenses. with the related tax offect baing repdar(ad in income taxss. in

acsordance with the Acceunting Pringpies Generally Acceptad in the Netherlands




economic recovery in the markets we serve, particularly

in the manufacturing sector. Other significant factors. that
can influence results include: pricing and supply stability in
chemical and energy markets, competitive pricing behavior
and, to a lesser extent, weather conditions that impact the
safe of agricultural and pest control chemicals and various
chemicals for de-icing applications.

Consistent with our previously stated objective of strengthen-
ing Univar's market position over time by providing sustainable
revenue and earnings growth while maintaining a sound
balance sheet, we will continue to focus on our longer-term
two-to-four-year goals: to achieve average annual growth in
net sales over the next two years of between one and two
percent in excess of growth in local GCP; improve EBITA
margin to 3.5 percent or more within two to four years; and
attain a net debt-to-EBITDA ratio of 2.5:1 with an interest
coverage ratio of at least five times.

Financiat Performance

Net Sales

Univar reported 2003 sales of $4,717.4 million compared
with $4.420.5 miliion in 2002, an increase of 6.7%. On a
currency-neutral basis, sales decreased 1.2%. European
and Canadian revenues improved, with US revenues
essentially flat, despite a soft economic climate in the US
and Europe. In the US, sales increased to $2,356.9 million
in 2003 from $2,345.9 million in 2002. European revenues
increased to $1,622.8 million from $1,486.7 million in 2002,
with the increase entirely the result of the effects of foreign
currency exchange rate changes. On a currency-neutral
basis, revenues decreased by 9.0%. The Canadian business
unit provided strong results again in 2003, Sales in Canada
increased to $737.7 million from $587.9 million in 2002,

an increase of 25.56%. On & currency-neutral basis, the
increase was 12.0%.

Gross Margin

Consolidated Univar N.V. gross margin as a percent of
sales was 15.9% in 2003 compared with 16.1% in 2002.
Primarily due to the impact of foreign exchange, Univar's
gross margin dollars increased 5.6% in 2003, with the
company recording $752.1 million in gross margin as
compared with §712.5 million in 2002. Margins in the US
and Europe remained under significant pressure due to
overcapacity, soft demand and product availability issues,
all of which crealed a highly competitive environment.

Operating Expenses

Operating expenses on a consolidated basis increased
by 4.8% in 2003, to $653.3 million from $623.2 million in
2002. However, on a currency-neutral basis, expenses

declined by 2.7%. Continued expense reduction efforts
and improved efficiencies resulted in a decline in expenses
as g percent of sales in 2003, to 13.8% from 14.1% the
previous year. Total operating expenses in 2003 included
$30.8 million in increases over 2002 for pension and
insurance expenses, and strike-related costs in Providence,
Rhode Island.

EBITA (Earnings Before Interest, Taxes and

Goodwill Amortization)

EBITA tor 2003 increased to $117.0 million from $106.8
mittion in 2002. The reduction in operating expenses as a
percent of sales combined with the increase in net sales
and gross margins from 2002 levels to overcome the large
year-over-year increase in pension and insurance expense.
as well as the effect of the unanticipated labor disruption

in the US.

Net Interest Expense

Net interest expense increased by $1.3 miflion, {0 $31.8
million in 2003 compared with $30.5 million in 2002,
primarity due to the impact of foreign exchange. Because
the value of the US dollar fell in relation to currencies in non-
US Univar markets, the value of interest expense incurred in
other currencies, when expressed in US dollars, increased.

Taxation

Income tax on income from ordinary activities in 2003

was $22.5 million compared with $32.9 million in 2002.

The sftective tax rate declined to 33.6% from 56.0% in the
year-ago period, primarity due to fiscal restructuring and

the use of available capital loss carry-forwards. The company
estimates its consolidated effective tax rale to be in the range
of 40%~—44% for 2004.

Net income
Income from ordinary activities after taxes increased 71%
to $44.4 million in 2003 from $25.9 million in 2002.

Dividends

Dividends on cumulative financing preference shares
amounted to €1.8 ($2.2) million, or €0.15{$0.17) per
financing preference share. This is equivalent to a yield
of 8.74% on these shares.

Net Income Available to Common Shareholders
Net income available 1o common shareholders was $42.2
million in 2003 compared with $24.2 million in 2002.

Earnings Per Share Excluding Goodwill Amortization
Eamings per share excluding goodwill amortization after
taxes for 2003 increased by 44% to §2.08 (€ 1.84) compared
with $1.44 (€ 1.53) the previous year.
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Earnings Per Share
Earnings per share were $1.45 (€1.28) in 2003 compared
with $0.83 (€ 0.88) in 2002, an increase of 74.7%.

Dividend to Common Shares

A proposal will be made at the Annual General Mesting
to declare a cash dividend for the 2003 fiscal year of
€0.29 (30.36) per share payable May 19, 2004, to
common shareholders of record on May 7, 2004. This
would represent an increase of 52.6% from the 2002
dividend of €0.19 ($0.20) per share.

Cash Flow

Net cash flow for the year was $18.1 million. Net cash flow
from operating activities was $70.3 million in 2003 compared
with $97.5 million in 2002,

Financiai Position

The balance sheet at December 31, 2003, showed an increase
in total assets of $105.7 million from a year earlier, to $2,192.7
million from $2,087.0 milfion. This increase was primarily in
inventories and accounts receivable and was largely due fo
foreign currency movements. Total debt increased slightly, due
primarily to foreign currency movements. Stockholders’ equity
(before the proposed dividend on common shares) increased
to $708.7 million from $635.2 miltion primarily due to additions
from net income ($44.4 million) and foreign currency transia-
tion differences ($38.8 million) less dividends paid with respect
to common and preference shares.

Cash Flow Return on Investment (CFRO!

Cash flow return on investment for 2003 decreased to 11.4%
from 11.5%. In this calcufation, CFRO! represents EBITDA
stated as a percentage of average capital employed. Capital
employed is defined as total assets less non-interest-bearing
current liabilities.

Foreign Currencies

For Univar, the principal foreign currencies versus the US
dollar (USD) are the Canadian dollar, the euro and the British
pound. Income and expense items in foreign currencies are
transjated at the weighted average exchange rates applicable
for the period.

Balance Shest Rate

Profit and Loss Rate

Avpage tocal Yaarend tocaf
surrancy v LISD currenty vs. USD
Europe
Euro 1.12894 1.25802
British pound 1.83279 1.78476
Swedish crown 0.12384 0.13870
Swiss franc 0.74313 0.80691
Norwegian crown 0.14105 0.14976
Danish crown 0.15246 0.16897
Polish zioty 0.25719 0.26737
North America
US dollar 1.00000 1.00000
Canadian dolfar 0.71350 0.77369

international Financial Reporting Standards

The company intends to fully adopt International Financial
Reporting Standards as of January 1, 2005. Effective that
date, all financial statements including 2004 comparatives
will be reported under these new standards. The financial
statement items which may be impacted include segment
reporting, derivatives and hedging, intangible assets,
deferred income taxes and leasing transactions.

Human Resources

Univar is committed to fair employment practices for all of
its employees, regardless of their race, color, nationality,
refigion, gender, age, disability or any other status protected
by law.

As a result of initiatives. intended to enhance productivity.,
Univar experienced an overall reduction in the size of its
workforce during 2003 to 6,786 from 6,877, a 1.3% decrease.
The Univar USA workforce was reduced to 3,446 from 3,528
employees, a 2.3% decrease. Univar Canada increased its
workforce 1o 748 from 743, or 0.7%. The Univar Europe
workforce decreased to 2,582 from 2,608, or 8.5%.

Univar administers the company through its business unit
managers, providing them direction and assisting their
processes while not trying to manage day-to-day operations.
One example of this assistance is the formation of a number
of steering committees to analyze administrative functions
and identify opportunities for global cooperation. Steering
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committees are composed of the top business unit managers
for the particular functional area, directed by a Univar N.V.
executive. Use of steering committees minimizes duplicate
costs while facilitating ewnership by the business units for
whatever strategies, policies and/or technologies are adopted
by the organization.

While business unit management makes the final decisions,
steering committees help share best practices, policies and
procedures; exchange intellectual and technical capital,
evaluate technologies and proposed business strategies;
address common business unit issues; and look for synergistic
opportunities between business units. Steering committees
currently operate in the areas of Global Supplier Strategy;
Information Technology: international Sourcing: Human
Resources,; Safety, Health and Environment; and Trademarks.

Univar is committed to being a responsible corporate citizen
in all areas in which it operates. its Staterment of Core Values
reflects this commitment:

Safety Safety is the first priority, the most important aspect
of our work.

Ethics We treat every individual in-our business and
personal practices ethically, with integrity and honesty.

Leadership Each of us strives to lead and motivate by
example and consistently live up 1o these core values. We
coach, train, develop and empower employees to reach
their full potential.

Employees We respect and value every employee and are
committed to support and develop each other personally and
professionally.

Environment We are committed to protecting the health and
well-being of our employees, our customers, the community
and the environment.

Continuous Improvement We will improve results for all our
“stakeholders by doing the right things better every time.

Safety, Health and Environment (SHE)

As declared in our Statement of Core Values, Safety is our first
priority and the mast impartant aspect of our work. We are also
committed to protecting the health and well-being of our em-
ployees. our customers, the community and the environment.

Safe operational practices, healthy working conditions and
care for the environment are essential to the welf-being
of Univar employees and 1o the company’s success.

Therefore, the company is committed to its global Safety,
Health and Environment (SHE) policy at all levels of the
organization, and it is an integrated component of all
business operations:

We recognize that safe practices, healthy working condi-
tions and conservation of our environment are essential
to achieve sustainable profitability and continuity for our
company and employees. We are committed to ensuring
that our operations da not have a negative effact on the
environment or the health and safety of our employees
and neighbors. To meet our commitments we will:

» Protect the environment, the safety, health and welfare
of our employees, and the health and safety of customers,
contractors, the community and other peaple in relation
to all of our activities through the control of cur workplace
environment.

« Continually improve our processes to manage safety,
heaith and environmental performance.

+ Contribute to the continuity of our company through the
recognition, evaluation and control of hazards and the
prevention of pallution.

« Meet the applicable legislation, regulations and industry
standards that govern our business.

+ Establish and review our objeclives and targets to ensure
we are meeting our safety. health and environmental
commitments.

« Provide the necessary resources, time and money to
support the implementation of this palicy.

« Train our employees to ensure they are aware of and
understand their roles and respensibilities in meeting the
commitments outlined in this policy.

+ Make this policy available to all stakeholders and display
it at ail of our locations.

Univar's management in each business unit is responsible
for the local implementation of the SHE standards that have
been established on a companywide basis in the global
SHE policy. Important elements of these standards include
organization and communication, standards and procedures,
training and education, reporting, assessment and controls,
and change management.

tn 2003, the company’'s SHE Steering Committee, which is
responsibie for helping the company consistently address
the SHE challenges it faces around the world, conducted
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assessments of 22 of the company's North American and
European facilities. The purpose of these site assessments
was to ensure the consistent application of its SHE standards.
These assessments supplemented the standard SHE audits
conducted regularly within each business unit, in which each
facility is audited at least once every two years and many
facilities are audited more frequently.

In Europe, while individual countries all have local expertise
in the areas of Safety, Health and Environment, and Quality,
the appointment of a European SHE Manager was made
at the end of 2003 to ensure this expertise is properly
harnessed across the business, and also to ensure that
Univar is at the forefront of new legislation, both in terms
aof influencing it and implementing it. Nowhere is this more
relevant at the moment than with respect to REACH
(“Registration, Evaluation, Authorization and Restrictions
of Chemicals”}—the European Union initiative that could
significantly change the face of chemical manufacturing

in Europe.

In North America, Univar Canada is a member of the
Canadian Association of Chemical Distributors and follows
the latter's Code of Responsible Distribution. Univar USAis a
member of the National Association of Chemical Distributors
and is commitied to the Responsible Distribution Process*
set forth by that organization. Univar Europe was one of the
pioneers of the Responsible Care program across Europe.
All of the company’s operations employees are frained in
every aspect of safety and proper operational practices.

Univar's safety performance for 2003 showed a significant
improvement over 2002, and the company met its goal of
reducing its Lost Time Injury Rate (LTIR} in-two of its three
business units: Univar USA and Univar Europe. Overall,
the company's LTIR decreased 10 5.0 from 7.5 in 2002, a
33% decrease:

2003 2002

Univar Canada 11.5 7.1
Univar Europe 66 111
Univar USA 25 5.0
Univar N.V. 5.0 7.5

The company’s goal for 2004 is to continue reducing its
LTIR in every business unit.

Carporate Governance

introduction

Univar is managed on the principle that a company is a
long-term collaboration between the various stakeholders,
including employees, shareholders, customers, suppliers,
cteditors and the communities in which Univar operates,
who directly or indirectly influence (or are influenced by)
the achievement of the aims of the company. (ntegrity,
supervision, accountability and transparency in reporting
are the four cornerstones to building a successful coliabo-
ration between the stakeholders of the company to ensure
the successful continuity of the enterprise. it is Univar's
commitment to its stakeholders that if will continually
apply these values as it strives to achieve its corporate
mission: to be the preferrad quality partner for the
distribution of chemicals.

Univar has an Executive Board and a Supervisaory Board,
both of which are elected by the shareholders of Univar.
The Executive Board and the Supervisory Board have
overall responsibility for balancing stakeholders' interests
and for ensuring the continuity of the enterprise. In

doing so, the company endeavors to create long-term
shareholder value.

The Executive and Supervisory Boards are accountable to
the general meeting of shareholders. The Executive Board
is also accountable to the Supervisory Board.

Executive Board

Univar's Executive Board is responsible for the manage-
ment of the company and, as such, is responsible for
policymaking and the ¢entral management of Univar and
its subsidiaries, as well as for achieving the company’s
aims, strategies and policies, and resuits. Each member
of the Executive Board, individually, is authorized to
represent Univar. The bylaws of the Executive Board
provide for a division of tasks among the Executive Board
members. Pursuant to the bylaws, the Executive Board
has assigned to Mr. Pruitt the responsibilities of chief
executive officer. Mr. Holshoer is employed on the basis
that he does not devote full time to the Executive Board
duties. Mr. Holshoer's primary responsibilities are in the
areas of corporate governance. strategy and financial
reporting. Mr. Pruitt and Mr. Holsboer were elected to
the Executive Board by the shareholders for indefinite
terms. Executive Board members may be suspended
by the Supervisory Board. Executive Board members
may also he removed from office by the shareholders
at any time.




Supervisory Board

The Supervisory Board supervises the management of
the Executive Board and the general course of affairs

of the company and the business affiliated with it. The
supervision of the Executive Board by the Supervisory
Board includes review of (1) achievemeni of the company’'s
objectives, (2) carporate strategy and the risk inherent in
the business activities, (3) the structure and operation of
the internal risk management and control systems, (4) the
financial reporting process and (5) compliance with legisla-
tion and regulations. A number of specific matters that are
listed in the Articles of Association and/or the bylaws of
the Executive and Supervisory Boards are subject to the
unanimous approval of the Supervisory Board at a meeting
in which all Supervisory Board members are present or
representad,

The Supervisory Board has adopted a profile for its
members. The composition of the Supervisory Board
represents a balance of backgrounds. Its members have
experience in areas that are related to the core activities of
Univar and intemational experience in the foreign markets
inwhich Univar operates. This includes experience ranging
from aconamic and social fields to political and business
activities. Experience In human rescurces management is
also a prerequisite for certain members. Given the interna-
tional scope and volume of Univar's activities, it is important
that the Supervisory Board include non-Outch members who
are familiar with Univar's principal foreign markets.

Supervisory Board members are elected by the shareholders
for terms which cannot exceed four years. Supervisory Board
members can serve no more than three terms of office. The
number of Supervisory Board members is determined by
the Supervisory Board but cannot be less than three.

The Supervisory Board has established two committees
comprising members of the Board.

The Remuneration Committee makes recommendations to
the Supervisory Board on such matters as the remuneration
structure of members of the Supervisory Board and the
Executive Board.

The Audit Committee consists of three Supervisory Board
members. The charter of the Audit Committee provides

that the committee shall assist the Supervisory Board in

its oversight of the integrity of the company's financial
statements, the financial reporting process, the company's
system of internal controls, and the review of the intemal and
external auditors' qualifications, as well as the company’s
process for monitoring comptliance with laws and regulations
and the company's Code of Conduct.

The remuneration of members of the Executive Board and
Supervisory Board, as well as the shares and options held
by individual members, are presented on pages 55-57
and 59 of this report.

Shareholders

A general meeting of shareholders (AGM) is held at least
once a year. Importani matters on which the AGM has
approval authority are adoption of the annual accounts,
adoption of profit appropriation. additions to reserves and
dividends, discharge of the Executive and Supervisory
Board members, appointment of the auditor, appaintment,
suspension and dismissat of the members of the Executive
and Supervisory Boards, remuneration of the Supervisory
Board, authorization to purchase, issue or sell shares in
the company's capital, and adoption of amendments to the
Articles of Association. The AGM appoints the members of
the Supervisory and Executive Boards based on non-binding
recommendations from the Supervisory Board.

Anti-Takeover Measures

There are a number of provisions that are or may operate

as anti-takeover measures. Univar may issue cumulative
preference shares on the exercise of a call option by the
Univar Foundation (described on pages 58-59). Although
not an anti-takeover measure, Univar's credit facility (see
page 47) provides that in the event of any person or group
of persans gaining controf of Univar, a majority of the lenders
may declare all outstanding loans 1o he immediately due

and payable. The mandatory prepayment in the event of a
change in control does not apply to HAL Holding N.V. gaining
control of Univar but does include a change of control of
HAL Holding N.V. in the event of, and after, it gaining control
of Univar. Finally, the principle that Univar shall be operated
in the besl interests of alt stakeholders allows management
of Univar N.V. and Stichting Administratiekantoor Financier-
ingspreferente aandelen Univar to consider the interests of
all stakeholders in addition to the interests of shareholders in
assessing a proposed takeover of the company.

Code of Conduct

Communication to afl employees of the company’s standards
regarding business ethics and conduct is an essential
condition to achieving the four guiding principles for all Univar
employees: integrity, supervision, accountability and
transparency. To this end, the Executive Board has adopted
a Code of Conduct in English, and also in local languages,
a copy of which is published on the company’s Web site.
The Executive Board is proud of the high standards set by
the Code. As stated in the Code. it is the conviction of the
Execulive Board that at all limes Univar employees must act
ethically and in compliance with applicable laws. The Code
has "whistleblower” provisions which require all employees
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to report misconduct and which provide for reporting fo the
Code of Conduct Administrator or, where appropriate, to the
Executive or Supervisory Boards. The Code and the strict
policy of the company prohibit any form of retaliation against
employees who report suspected misconduct.

Duich Corporate Governance Code

The Dutch Corporate Governance Code published
by the Tabaksbtat Committee on December 9, 2003,
is a landmark development in corparate governance
for Dulch-listed companies. one thal Univar supported
_and so advised the Commiitee in writing during the
drafting of the Code. The Code’s fundamental principle
is “comply or explain,” which means that a company
comply with the Code specifically or to the extent
possible, and if the latter is the case, then explain the
reason for any deviation. If a company explains in a
properly motivated manner why it is unable to apply,
or chooses to deviate from, a specific Code provision,
but lives up to the underlying principle in some other way,
and that deviation is approved by the shareholders, then
the company is still deemed to have satisfied the require-
ments of the Code. in other words. in such cases, too,
the company is in compliance.

The Code is effective beginning in 2004, and the Code
requires that the campany “comply or exptain” no later than
publication of its annual report for 2004. During 2004, the
Executive and Supervisory Boards will be reviewing and
implementing the requirements of the Code, with the
objective of being in compliance by publication of the
2004 annual report.

Following is a summary of areas in which the company will
be explaining its compliance:

Article 2 of the Code states the principles and best practices
regarding (&) the role and procedure, (b) remuneration and
(c) conflicts of interest concerning the management board.
Univar is in compliance with the best practices stated in this
article with three necessary deviations.

First, Mr. Pruitt’s employment contract, which was made
in 2002, befare the draft Code was published, provides

30 months' severance. Because Mr. Pruilt, as a long-term
employee of the company, is entitled to severance of
more than one year under applicable laws, remuneration
practices and his employment agreement, which in any
event cannot be avoided, the Supervisory and Executive
Boards believe the principle underlying the best practice
regarding severance is properly explained and the deviation
is properly excused.

Second, the company's Articles of Association da not limit
terms of the members of the Executive Board to four years,
as required by the Code. Both Mr. Pruitt and Mr. Holsboer
were elected by the shareholders for indefinite terms.
However, the shareholders always have the ability, upon
proper notice of meeting, to suspend and replace an
Executive Board member. The Supervisory and Executive
Boards believe the temporary deviation in the case of the
appointments of Mr. Pruitt and Mr. Holsboer from strict
adherence to the four-year term requirement of the Code

is properly explained and the deviation is properly excused.

Third, Mr. Holsboer is presently a member of four Supervi-
sory Boards, only one of which is a listed company. A best
practice provision provides that an Executive Board member
may not be a Supervisory Board member of more than two
listed companies. Mr. Holshoer's Supervisory Board positions
are not a deviation from the literal requirements of the best
practice provision; however, the number of Board positions
may represent a deviation from the spirit of the best practice.
Mr. Holsboer is a valued member of the Executive Board
who makes strong contributions within the division of
responsibilities assigned to him. Because of Mr. Holsboer's
contributions to the company and because his duties to

the company are part-time, the Supervisory and Executive
Boards believe the principle underlying the limitation on
Supervisory Board memberships of the Code is met and

the deviation is properly excused.

Internal Risk Management and
Coantrol Systems

in management’s view, Univar's internal risk management
and control systems are adequale and effective. These
systems include operational, financial and technical controls,
as well as risk analyses of the operational and financial aims
of the company. They also include guides for laying out the
company's financial reports, the procedures o be followed
in drawing up these reports, and a system of monitoring and
reporting on internal risk management issues.

In carrying out its responsibilities to maintain an effective risk
management and control environment, the company consists
of an organizational structure with clearly defined lines of
responsibility and delegation of authority, and comprehensive
systems and control procedures. The company believes this
structure provides reasonable assurance that fransactions
are executed in accordance with management authorization,
and that they are appropriately recorded to permit financial
statements in accordance with the Accounting Principles
Generally Accepted in the Netherlands and to adequately
safeguard, verify and maintain accountability of assets.
This structure also allows the company's management to
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effectively identify, evaluate and mitigate risks, which also
requires broad understanding of its goals and objectives and
constant review of the business.

There have been no restatements of the company’s financia
reports. In addition, the campany's financial accounting
practices have not been under investigation by governmental
authorities.

During 2003, the company established the new position
of Director-Internal Audit with overall responsibility for
internal audit at Univar and its business units. The Director
has a dotted-line reparting relationship to the Supervisory
Board’s Audit Commitlee, and is responsible for comple-
menting the activities of the company’s internal and
external auditors.

The role of the company’s internal audit organization

is to assess the effectiveness and adequacy of internal
controis on a regular basis and recommend improvements
when appropriate, Management considers the internal
auditors’ and independent auditors’ recommendations
concerning the company’s internal contrals, and takes
steps to implement those that are believed to be appropriate
in the circumstances.

The Audit Committee is responsible for monitoring the
company's accounting and reporting practices. The Audit
Committee meets periodically with management, the
external auditors and the internal auditors, jointly and
separately, to review financial repotting matters as well as
to ensure that each is properly discharging its responsibilities.
The external auditors and internal auditors have full and
free access to the Committee without the presence of
management to discuss the resulls of their audits, the
adequacy of internal accounting controls and the quality
of financial reporting.

Externai Factors and Variabies

Univar's results are sensitive to the following external factors
and variables:

Safety, Health and Environment (SHE)

Univar's business includes a wide range of operational
activities {(some potentially hazardous) and geographic
locations. Given the fact that Univar is engaged in handling.
storing, transporting and selling potentially hazardous
materials, the company's activities can adversely affect
human beings and the environment. Claims regarding
product liability, health, fire damage, safety and environmental
matters are a significant risk. Univar has taken many
measures to mitigate and manage these risks.

Univar carries insurance to protect against most of the
accident-refated risks involved in conducting its business.
Univar mitigates the risk of on-the-job accidents ina
variety of ways: accident prevention efforts through
planning, process and facility controls, safety training,
safety committees, safety and environmental audits,

and post-accident investigations with follow-up steps.
The company has established a SHE policy and a SHE
Steering Committee to oversee ils implementation. Univars
commitment to high safety standards and practices has
resulted in a reduction in both safety-related and environ-
mental incidents.

Product Liability

Product liability is a risk in the chemical distribution industry
due to some potentially hazardous products among the many
Univar distributes. Because of the nature of these products,
both Univar and its producers are, from time to time, the
subject of claims. In most instances, its producers are the
primary subject of such claims. The company provides
extensive product training to its employees. Moreover, Univar
carries product liability insurance to mitigate the financial
exposure associated with such matters.

Asbestos Litigation

Asbestos and asbestos-containing products are a major
source of litigation and liability in the United States. During
the course of its existence, Univar or businesses it acquired
distributed asbestos. Pending lawsuits are described on page
51. Although Univar expects large numbers of cases o be
dismissed or otherwise resolved with minimal payments,

the continuing escalation of asbestas litigation in the
United States presents a risk to the company.

Facilities Risks

Univar has the risk that damage or loss to a facility

will disrupt operations and otherwise adversely affect
operations and financial results. However, Univar
considers the possibility of significant adverse effects
from such a risk fo be low. Univar has a large dispersion
of facilities risk, with many refatively low-book-value facifities.
in addition to implementing levels of property protection
measures, Univar has .a great deal of substitutability in
facilities and opetrations, so the loss of a facility can be
substantially offset. in most cases, by transferring operations
to other facilities. Univar carries replacement-vaiue property
insurance lo mitigate the financial loss should it suffer
damage 1o its facilities.

Operating Risks

Univar's activities, investments and sales relate mostly to
countries that are politically stable. The political risk profile
can thus be considered tow,
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Univar operates in a global economy, and the distinctiveness
of and events occurring in a local marketplace can affect

its business. Nevertheless, the company is substantially
diversified through broad geographic coverage. as weli as in
terms of its customer base, product assortment and supplier
base, to the extent that it regards this risk as reasonably low.
If the economy throughout a large part of one or more of the
company's major national markets, such as the United
States, Canada, the United Kingdom or France, should
experience a downturn, this would constitute an event that
could adversely affect Univar's operating results.

The effect of industrial output on the sales of chemical
distributors varies by country, region and industry, and

is dependent on the demand for chemical products and
prices. Univar limits this effect by reducing inventories

and trade receivables as demand drops. The price risk in
chemical distribution is comparatively low because of the
large variety of customer-specific products, each with its own
price movement. inventory risks are likewise limited, with
products seldom remaining in inventory longer than 45 days.

Energy pricing is variable, and the cost of energy is a critical
element in chemical pricing. It affects both feedstock -and
manufacturing costs. Also, sales to the ait, gas and petroleum
industries represent a significant portion of Univar's business,
Sudden movements in the wholesale prices of energy could
have a temporary, unfavorable impact on Univar's margins.
However, Univar does not enter into long-term, fixed-rate
contracts for the purchase or sale of inventory that might
prevent the company. in a reasonable time frame, from
reflecting markst pricing.

Competition

Univar faces intense competition in many of the markets in
which it operates, and changes in the competitive environment
could adversely affect the company's business and results.

The risk of loss of producer product lines is present in the
industry. However, in Univar's case the company most often
has multipte sources of supply. Its ability to source products
fram alternative vendors is very high.

Financial

Univar is affected by foreign exchange rate fluctuations
because of the multinational nature of its business and the
need to convert resulls in foreign currencies into US dollars.
Fluctuations in exchange rates between foreign currencies
and the US dollar could significantly affect Univar's reported
results from year 1o year.

Exchange rate fluctuations may affect the company's results in
three ways. First. although each of the company’'s operations

generally incurs costs and earns revenues in its local currency,
results may be affected by gains or losses arising

from transactions whose terms are stated in a foreign
currency. The company’s policy is to hedge all significant
transaction exposure.

Second, the company’s financial results and position may be
affected by exchange rate fluctuations when business results,
assets and liabilities are translated into US dollars. While the
company may use its debt portfolio to offset fluctuations in
the translated value of earnings or assets caused by currency
movements, the company does not actively hedge transtation
exposure of either future earmings or assets through the use
of derivative instruments.

Third, the company’s results over time may be affected by
gains or losses arising from changes in exchange rates that
may affect future competition, sales volume, prices, costs,
etc. The company does not hedge against this economic
exposure (o exchange rate fluctuations.

Overall, the company assesses this risk to its financial results
as small.

Credit risks in chemical distribution are usually limited. as
Univar provides products that are often essential to the
operation of its customers’ businesses. Credi risk is further
reduced because each customer represents only a small
fraction of Univar's sales. As a matter of policy, Univar
carefully checks the creditworthiness of its customers.
Risks relating to interest rates, currency and credit are
also addressed in the Notes to the Financial Statements.




Despite significant growth in the US economy throughout
much of 2003, manufacturers—the major customers for
Univar USA’s core industrial chemical products—did
not participate in this growth until the fourth quarter. As
a result, the market for our products contracted due to
lower manufacturing activity and continued relocation
from the US market to lower-cost economies by segments
of our traditional customer base in industries such as
textiles, furniture manufacturing and electronics. This
circumstance, combined with the excess capacity already
existing in the chemical distribution industry, created a
fiercely competitive environment that required the busi-
ness to sacrifice margins in order to defend market
share. Margin dollar development was further eroded
by wholesale deflation in the prices of many chemical
products sold by Univar USA. Indeed, a year-over-year
price per pound decline was experienced in seven of
Univar USA's top ten product categories. In the face of
these harsh marketplace realities. the US business did
well to reach sales levels for 2003 about the same as
the prior year.

Univar USA, which accounts for about one-half of Univar N.V.’s revenues, completed
a third successive year in which the market environment was unusually challenging,
particularly for participants in the industrial sector.

The US business unit also had to contend with a significantly
higher expense burden than in 2002, brought about by higher
pension and insurance costs, plus the expenses refated

to an employee strike at our Providence, Rhode Island.,
facility. These incremental expenses amounted to an
additional $18.8 million absorbed by Univar USA in 2003
over 2002. It is noteworthy that despite this increase in
largely uncontroliable costs, expense management programs
implemented during the year resulted in a year-over-year
operating expense decline of $9.6 millien. This accomplish-
ment demonstrates the improved underlying profitability of
the business in the face of an extraordinarily gifficult
operating environment.

2003 Financial Review

Univar USA in 2003 recorded net sales of $2,356.9 million
compared with $2,345.9 million in 2002, an increase of 0.5%.
Despite intense price competition and other difficult market
circumstances, the company was able to increase sales
volume slighlly over last year. Gross margin came in at
$379.1 million versus $390.6 million, down 2.9% from last
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(all doltar amousnits in USS mitlions) 2003 2002 Change

Net sales $2,356.9 $2,345.9 0.5%

-1 Gross margin 379.1 390.6 (2.9%)
' Operating expenses (excluding cost o